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. G'Conor, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany 8. 1563] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1563) to provide for licensing of certain persons 
engaged in the dissemination of information concerning horse or dog 
racing events and betting information concerning other sporting events 
by means of interstate and foreign communications by wire or radio, 
and for other purposes, having considered the same, re ports favorably 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

GENERAL STATEMENT 


The Committee on Interstate and Foreign Commerce is reporting 
simultaneously four bills, all dealing generally with the problem of 
curbing or preventing the use of interstate commerce in connection 
with illegal gambling, and with special emphasis on restricting the 
interstate transmission of certain information about sporting events 
found to be essential in large scale bookmaking activities. Three of 
these bills, S. 1563, 5. 1564, and S. 1624 are measures recommended 
by the Spec ‘ial Committee To Investigate Organized Crime in Inter- 
state Commerce, which were referred to the Committee on Interstate 
and Foreign Commerce for legislative action since the special com- 
mittee had no legislative authority. 

The bill, S. 1563, here reported, with the exception of one substan- 
tive change hereinafter discussed, is the bill sponsored and recom- 
mended by the Special Committee To Investigate Organized Crime in 
Interstate Commerce, and is the keystone of that committee’s s legisla- 
tive program, aimed at control of the so-called wire services which 
disseminate information concerning track racing and other sports 
events to bookmakers throughout the country. 
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PURPOSE 


S. 1563 would make it unlawful for any person to disseminate 
information concerning horse- and dog-racing events, or betting 
information concerning any other sporting event, by means of any 
interstate or foreign communication by wire or radio, unless such 
person has a license issued by the Attorney General of the United 
States. The Attorney General is required to grant such license if 
the applicant shows to his satisfaction that the information to be 
disseminated will not be used primarily to facilitate gambling activities 
which constitute violations of State laws in the States where the 
information will be disseminated, unless the Attorney General finds 
that the public interest will not be served by such a grant, or unless 
he finds that the applicant (or one or more of its officers, directors, 
or principal stockholders) is not of good moral character. Where 
the information is to be subdistributed, each subdistributor must 
provide the applicant with an affidavit stating the purposes of such 
subdistribution, and the Attorney General will take the latter purposes 
into account in determining whether to issue the applicant a license. 
Licenses would be valid for 1 year, subject to renewal, but could be 
revoked for cause. Denials and revocations of licenses would be 
appealable to the United States Court of Appeals for the District of 
Columbia. Every licensee would also be required to maintain a list 
of all ‘“‘drops’” or terminals, and the addresses thereof, maintained 
in connection with any communications facility. Such lists, and the 
affidavits referred to above, would be open for inspection to local, 
State, and Federal law-enforcement agencies. 

The bill specifically excludes from ‘its operation, by exemption, 
newspapers and periodicals of general circulation, licensed radio sta- 
tions, and news-gathering agencies engaged exclusively in serving 
such papers, periodicals, and stations. ‘he Crime Investigating 
Committee felt, and your committee concurs, that no presumption 
should be indulged against legitimate purveyors of news; they have 
not supported illegal ‘gambling in the past—with very minor excep- 
tions—and there is no suggestion that they will suc cumb to any temp- 
tation to do so in the future. 


AMENDMENTS 


As originally introduced by the Senate Crime Investigating Com- 
mittee, S. 1563 provided for a licensing system imposed on persons 
engaged in disseminating gambling information to be administered 
by the Federal Communications Commission. The Senate Crime 
Investigating Committee favored the use of licensing, as opposed to 
a direct criminal prohibition (exemplified in S. 2116, reported here- 
with) because in its judgment licensing offers more flexibility in deal- 
ing with the agile maneuvers of the wire-service monopoly, and also 
because it promises more precision in dealing with sensitive freedom- 
of-the-press problems that are indirectly ‘involved. The Federal 
Communications Commission resolutely opposed the licensing ap- 
proach (see statement of Wayne Coy, Chairman, Federal Communi- 
cations Commission, attached hereto), on the ground that the real 
objective in coping with this problem is to prohibit rather than 
regulate. 
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This committee recognizes that the underlying purpose of the bill 
is to weed out persons who are using interstate commerce to feed 
information to illegal gambling establishments, rather than to regulate 
interstate communications facilities in any general sense, and for this 
reason it has transferred the entire licensing administration throughout 
from the Federal Communications Commission to the Attorney 
General of the United States. A precedent for this may be found in 
the Slot Machine Act of 1951 (Public Law 906, 8ist Cong.), which 
imposes an extensive registration program on slot machine manu- 
facturers and has been directly administered by the Department of 
Justice with notable efficiency and success, 

Under the provisions of S. 1564 and S. 1624 which deal in the main 
with the dissemination of gambling information, the Department of 
Justice is generally responsible for implementing and enforcing the 
bills. In view of the fact that S. 1563 also deals with the dissemina- 
tion of gambling information, the committee felt it would be wasteful 
duplication of manpower and funds to create a special enforcement 
arm in the Federal Communications Commission to administer the 
provisions of the bill. Since the Department of Justice is the agency 
of Government primarily responsible for the enforcement of criminal 
statutes and has both the staff and the experience to do an efficient 
job in this field, this committee feels that the combination of licensing 
and enforcement functions in the same agency is particularly appro- 
priate in the instant case. By placing “the licensing function and 
enforcement operations in the Attorney General unnecessary dupli- 
cation of effort and savings in cost would be avoided. 


SECTIONAL ANALYSIS 
SECTION 1 


Subsection (2) of the bill makes it unlawful for any person engaged in 
disseminating “information concerning horse- or dog-racing events’”’ 
or “betting information” about other sporting events to disseminate 
such information by interstate or foreign communications facilities 
unless he has a license to do so. This makes it clear that carriers, 
e. g., telegraph and telephone companies, are not included unless they 
are shown to be directly “engaged” in the prohibited dissemination. 
The controlling language includes all information, specified in sub- 
section (g) below, about other events. Horse- and dog-track racing is, 
of ¢ourse, the principal basis for bookmaking, and is therefore segre- 
gated and brought unqualifiedly within the law in this fashion. 

Subsection (b) establishes the licensing procedure. The granting of 
licenses is mandatory when the applicant makes an affirmative show- 
ing, to the satisfaction of the Attorney General that the information he 
proposes to disseminate will not be used “primarily” for gambling 
activities which violate State laws, unless the Attorney General makes 
a positive finding either (1) that the public interest w ‘ill not be served 
by granting the license, or (2) that the applicant, or one or more per- 
sons connected with a corporate applicant, is not of good moral 
character. Thus, the applicant must bear the affirmative burden of 
showing the primary legality of the end-use of his service; the Attorney 
General may, in any case where he deems it necessary, assume the 
affirmative burden of establishing a conflict with public interest or a 
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want of moral fitness. If subdistributors (a favorite masking device 
employed by the currently operating wire services) are involved, the 
applicant must also show the end-use of their services, and carry the 
affirmative burden of showing that such services, in turn, will not be 
used “primarily”’ for illegal gambling. 

Subsection (c) fixes the life of each license at 1 year, unless sooner 
revoked, but authorizes renewals upon compliance with the conditions 
set forth in subsection (b). This provision has the salutary effect of 
assuring a periodic review of the activities of licensees, though the 
process may be made automatic, insofar as the Attorney General sees 
fit, in the case of reputable operators. (The Crime Investigating 
Committee notes that some gambling information operations may 
qualify and remain active; for instance, it would be perfectly legal to 
transmit racetrack information from every track in the country to the 
State of Nevada, where horse rooms are sanctioned by law.) 

Subsection (d) vests the Attorney General with broad revocation 
powers, applicable if the applicant is found to have made any material 
misrepresentation in obtaining his license, if subsequent activities have 
made him ineligible under any of the standards set forth in subsection 
(b), or if the Attorney General finds that ‘‘the public interest is no 
longer being served by the continuation of such license.” 

Subsection (e) makes any final order of the Attorney General 
denying or revoking a license subject to review pursuant to the terms 
of the Administrative Appeals Act (Public Law 901, 81st Cong.) so 
that any aggrieved applicant or licensee may have access to appropriate 
judicial review of the Attorney General’s action. 

Subsection (f) supports the subdistribution requirements of sub- 
section (b), supra, by making it unlawful for any subdistributee to 
lease or otherwise obtain any communications facility from a ‘‘common 
carrier or other supplier’ for the dissemination of gambling informa- 
tion unless he files an affidavit showing the proposed use of such facil- 
ity with the carrier or supplier. The carrier or supplier is obliged, in 
turn, to maintain a list of all terminals and drops, with the addresses 
thereof, on facilities used for such dissemination. The subsection 
further provides that both the affidavits and lists of drops shall be 
maintained open to inspection by local, State, and Federal law- 
enforcement agencies, thus facilitating enforcement of antigambling 
laws at all levels of government. 

Subsection (g) is devoted to definitions. Since the bill was originally 
keyed to the Communications Act of 1934, as amended, certain 
applicable definitions in section 3 of that act are adopted by reference. 
The phrase “disseminating information” is defined to exclude the 
activities of newspapers and periodicals “of general circulation,’ 
“duly licensed”? radio stations, and agencies gathering news for 
publication or broadcasting in these media. The words “of general 
circulation” have been judicially defined in connection with many 
publication statutes, and this body of law would work admirably to 
maintain a delicate, flexible separation between so-called scratch 
sheets and bona fide newspapers. Recognized press agencies would 
fall clearly within the exemption unless they undertook to furnish 
racetrack or gambling information to nonexempted subscribers, in 
which event, if the end-use is legitimate, it is safe to assume they 
would be easily able to qualify for licensing. ‘‘Betting information,” 
relating to all sports events other than horse or dog racing, is defined 
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to include items most susceptible to gambling use, e. g., bets, betting 
odds, probable winners, and probable starting line-ups. 


SECTION 2 


This section imposes a felony penalty ($10,000 fine and/or 2 years’ 
imprisonment) for any knowing violation of any provision of the bill. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Derutry ATTORNEY GENERAL, 
Washington, September 18, 1951. 
Hon. Epwin C. JOHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1563) to provide for the licensing of 
certain persons engaged in the dissemination of information concerning horse or 
dog racing events and betting information concerning other sporting events by 
means of interstate and foreign communications by wire or radio. and for other 
purposes. 

The bill would amend the Communications Act of 1934 by adding a new section 
606A to accomplish the following: 

Subsection (a) would make it unlawful for any person who is engaged in dis- 
seminating information concerning horse racing or dog racing events or betting 
information concerning any other sporting event to disseminate any such informa- 
tion by means of any interstate or foreign communication by wire or radio; unless 
such person has a valid license for such purpose. Pursuant to subsection (g), 
the requirement would not apply to publication in any newspaper of general cir- 
culation, or broadeasting to the public over any duly licensed radio station, or 
collection or transmission of news for such publication or broadcasting. Under 
the same subsection (g) ‘‘betting information concerning any other sporting event” 
would include information as to bets or wagers, betting odds, changes in betting 
odds, probable winners, and probable starting line-ups in connection with any 
sporting event other than a horse or dog racing event. 

Subsection (b) would authorize the Federal Communications Commission to 
grant the necessary license if the applicant shows to the satisfaction of the Com- 
mission that such information will not be disseminated primarily for use in 
facilitating gambling activities which constitute violations of the laws of the 
State in which such information will be disseminated, unless, however, the 
Commission determines that the public interest will not be served by granting 
the license, or that the applicant is not of good moral character, or if a corporate 
applicant, that one or more of the officers, directors, or principal stockholders are 
not persons of good moral character. In any case in which it appears that the 
applicant will disseminate the information to any person who will further dissem- 
inate it, the applicant must show the purposes for which the information to be 
further disseminated will be used, and the Commission shall take such purposes 
into consideration in determining whether the information which will be dis- 
seminated by the applicant will not be disseminated primarily for use in facilitating 
gambling activities. 

Subsection (c) would provide that a license granted shall be valid for 1 year 
from the date of issuance, unless sooner revoked, and the license may be renewed 
from year to year. 

Subsection (d) would provide that the Commission may revoke a license if it 
is shown to its satisfaction either (1) that any material statement in the applica- 
tion, or in any hearing held upon the application for a license is false or misleading, 
or (2) subsequent to the granting of the license the holder engaged in activities 
which would disqualify him for issuance of the license, or (3) that the publie 
interest is no longer being served by continuation of the license. 

Subsection (ec) would provide for appeal from the decision of the Commission 
to the United States Court of Appeals for the District of Columbia for an applicant 
whose application has been denied or any person whose license has been revoked. 

Subsection (f) would make it unlawful for a person to lease or otherwise obtain 
from a common carrier or other supplier a communication facility to be operated 
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for or in connection with the dissemination of the subject information, unless 
such person files with the carrier or other supplier an affidavit that the facility 
to be obtained is to be used for such purposes. The affidavit on file shall be open 
to inspection by appropriate local, State, and Federal law-enforcement agencies. 
The common carrier or other supplier shall maintain a list of the terminal points 
and drops on any communication facility leased or otherwise furnished to any 
person to be operated for dissemination of the subject information, including the 
address of each such terminal point and drop. This list shall likewise be open to 
inspection by appropriate local, State, and Federal law-enforcement agencies. 

Last year, pursuant to the recommendation of the Attorney General’s Confer- 
ence on Organized Crime, this Department participated in the drafting and 
presentation to the Congress of 8. 3358, Eighty-first Congress, which would 
have prohibited the transmission of gambling information in interstate and 
foreign commerce by communications facilities and would have achieved enforce- 
ment of the prohibition by denial of communications facilities to violators through 
action by the communications carriers and Federal control over the carriers. 
S. 1563 goes a step further in the same direction by licensing all who disseminate 
by interstate or foreign communications by wire or radio information concerning 
horse or dog racing or betting information on other sporting events and eliminating 
those who disseminate the information primarily for use in gambling activities. 
The known “wire service” distributors of gambling information would be forced 
out of business by their inability to satisfy the Federal Communications Com- 
mission in advance of the legitimacy of their activities. And, of course, those 
persons who obtain licenses are subject to losing them if they fail to live up to 
the engagements of legitimate distribution. 

This technique places enforcement squarely and directly upon the Federal 
Government, certainly more than would have been the case with S. 3358, as 
introduced in the EFighty-first Congress, under which bill it was conceived that 
the communications carriers would be obliged to do a considerable amount of 
self-policing. In this respect 8. 1563 undoubtedly casts a greater burden on the 
Federal Communications Commission than was contemplated in the earlier bill, 
since the Commission would have to pass initially upon the fitness of every 
disseminator having good or evil intent and may be obliged to make recurring 
examinations in connection with the annual renewals. Nevertheless, this should 
result in more stringent enforcement, provided that the Federal Communications 
Commission is enabled to employ the necessary additional personnel for this work. 

On the question of balancing licensing of dissemination as a method of obtaining 
law enforcement against the constitutional requirements of freedom of speech and 
of the press, the bill would seem to make due accommodation for the dissemination 
of the information which is not intended to facilitate violations of laws. The 
limiting of such distribution as is in aid of violating the laws of the States would 
appear to be an entirely justifiable exercise of the congressional power. The use 
of congressional power to support valid State laws and State policy is beyond 
question (Kentucky Whip & Collar Co. v. Illinois Central Railroad Co. (299 U. 8. 
334, 351)); and insofar as the subject matter and purposes of this bill are con- 
cerned, the Constitution does not guarantee freedom for speech or writing used 
as an integral part of conduct in violation of a valid criminal statute (@iboney v. 
Empire Storage Co. (336 U. 8S. 490, 498)). Moreover, there is no licensing of 
newspapers cf general circulation and hence no broadside sweep at general press 
freedom. Of course, this exemption leaves open the possibility that general 
newspaper gathering and publication of the subject information could innocently 
provide the needed information to maintain some bookmaking activities if the 
existing direct-wire services to bookmaking establishments are eliminated. 
Nevertheless, this Department is of the view that such is the inevitable, nonethe- 
less preferable, consequence of favoring freedom of the press when it may be 
endangered, even collaterally, by proposed easier methods of law enforcement. 
Moreover, the natural time lags incident to general newspaper publication of 
racing information and other sporting events make newspapers a clumsy reporting 
device for use in large scale bookmaking operations. 

While it may be possible to surmise the scope of the newspaper exemption in 
subsection (g), and the broadcasting exemption discussed later herein, it may not 
be clear as legislation. A natural question would be whether the dissemination 
exemption for publication and for gathering news for publication in a “newspaper 
of general circulation” is sufficiently understood to include or exclude scratch 
sheets, racing forms, racing news, and similar daily ‘‘sports’’ publications, which 
may have general circulation, although the publications obviously are of interest 
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only to the betting crowd. It is possible that a definition or additional descriptive 
language may resolve any ambiguity. 

Likewise, there may be some difficulty with the broad exemption for broad- 
casting the subject information to the public over any duly licensed radio station 
and for the collection of news for such broadcasting. While the same freedom of 
speech and press considerations apply as in the exemption of newspapers, there is 
this substantial difference. Radio broadcasting of gambling information could 
more easily become a substitute for the direct-wire service to bookmakers than 
dissemination by newspapers, which encounters some inherent difficulties in time 
lag and distribution. Of course, this possibility can be curtailed by stringent 
control of the existing licensing system for radio broadcasting by the Federal 
Communications Commission. That this can be done is demonstrated in the 
Wilmington, Del., WTUX case, where the Federal Communications Commission 
has refused to renew a broadcasting license to persons devoting large portions of 
time to the broadcasting of horse racing information. (In re Application of Port 
Frere Broadcasting Co. (WTUNX), F. C. C. Docket No. 9236, Order Denying 
Renewal of License, October 11, 1950.) Unfortunately, it does not seem that the 
difficulties attendant upon such cases as that of WTUX, in getting at the broad- 
casting of horse racing information by indirection as it were, are facilitated by 
the blanket exemption for broadcasting such information given in this bill. 

Without some savings clause recognizing the present Federal Communications 
Commission exercise of its licensing powers to curtail broadcasting useful to 
gamblers or some qualifications on the breadth of the exemption for broadcast- 
ing, the presently phrased exception could easily be construed to wash out the 
Commission’s existing efforts and constitute an expression of policy which would 
save radio stations harmless from any attempt to eliminate licensees who, or 
programs that aid commercial gambling operations. 

It is reeommended therefore, that the exemptions for newspapers and for radio 
broadcasting be carefully reexamined for ways and means of detailing their in- 
tendment and scope. 

A provision which is somewhat obscure in its purpose is the opening sentence 
of subsection (f), making it unlawful for anyone to lease or obtain a communica- 
tions facility from a common carrier or other supplier to be operated for or in 
connection with the dissemination of the horse racing and other named informa- 
tion by interstate or foreign communication by wire or radio, unless he files with 
the carrier or other supplier an affidavit that the facility to be obtained is to be 
used for such purpose. And, as is provided further, the affidavit on file is to be 
open to inspection by local, State and Federal law-enforcement agencies. This 
provision was obviously borrowed from section 5 (a) of S. 3358, Eighty-first 
Congress. In that bill, which did not require a license to disseminate the sub- 
ject information, the provision had an obvious purpose to assist policing on the 
part of the communications carriers of those persons in the sporting news dis- 
semination business. This was made even clearer by a provision (which was 
omitted in transferring the language of sec. 5 (a) to this bill) that failure to file 
such a statement would create a presumption that the communications facility 
was being used in violation of the provisions of the act. However, in this bill 
S. 1563, the one who leases or otherwise obtains a communications facility for 
disseminating the subject information is obliged in the first instance to obtain a 
license. If he is obliged to produce his license, as he ought to bé, and possibly 
file a copy or evidence of it with the carrier, the requirement of an affidavit would 
add nothing to the information available to the carrier or to a law-enforcement 
officer. As a matter of fact, the language of this part of subsection (f) lends 
itself to an interpretation that would seemingly permit communications carriers 
to lease their facilities for disseminating the subject information to anyone who 

roduces the necessary affidavit, irrespective of whether he is licensed or not. 

his is evidently not the intent of the provision, and it is suggested that the 
affidavit provision be eliminated and that there be substituted a provision re- 
quiring the filing of a copy of the license with the communications carrier or other 
supplier, which would be open to inspection by appropriate law-enforcement 
agencies. 

Subject to the above recommendations, the Department of Justice recommends 
the enactment of the bill. 

Yours sincerely, 
Wn. Amory UNDERHILL, 
Acting Deputy Attorney Ceneral. 
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FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., August 14, 1951. 
Hon. Epwin C. JoHNson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United State Senate, Washington, D. C. 

SS A a a a —— ——  T 
JEAR SENATOR JOHNSON: This is in reply to your recent letters transmitting for 
comment by the Commission copies of 8. 1563, S. 1564, and S. 1624, bills which 
have been introduced by members of the Special Senate Committee To Investigate 
Organized Crime in Interstate Commerce, and which are primarily concerned with 
the use of interstate communications facilities to transmit horse- and dog-racing 
information, as well as gambling information concerning other sports. These bills 
have been given very extensive consideration by the Commission, and we wish to 
submit the following comments to your committee. 

5. 1563 would add a new section to the Communications Act of 1934, as 
amended, which would make it unlawful for anyone to disseminate information 
concerning horse- and dog-racing events or betting information concerning any 
other sporting events by means of any interstate or foreign communication by 
wire or radio unless such person has a license issued by the Federal Communica- 
tions Commission. The Commission is required to grant such licenses if the appli- 
cants show to the Commission’s satisfaction that the information to be dissem- 
inated will not be used primarily to facilitate gambling activities which constitute 
violations of State laws in the States where the information will be disseminated 
unless the Commission finds that the public interest will not be served by such a 
grant or unless the Commission finds that the applicant or one or more of its 
officers, directors, or principal stockholders are not persons of good moral character. 
Where the information disseminated by the applicant will be subdistributed, the 
applicant must show the Commission the purposes of such subdistribution, and 
the Commission would have to consider such purposes in determining whether to 
issue a license. 

The licenses authorized by this bill would be valid for 1 year, subject to renewal. 
Such a license could be revoked by the Commission, and any person whose appli- 
cation for license was denied or whose license was revoked would have a right of 
appeal to the United States Court of Appeals for the District of Columbia Circuit. 
In addition, the bill would require any person leasing interstate or foreign com- 
munications facilities from a common carrier for the purpose of disseminating 
information concerning horse- and dog-racing or betting information on any other 
sporting event, to file an affidavit with the carrier stating the purpose for which 
the facilities would be used. Each such carrier would also be required to maintain 
a list of all drops and the addresses thereof in connection with any such commu- 
nication facility. These affidavits and lists would be open to inspection by local, 
State, and Federal law-enforcement agencies. 

Finally, S. 1563 provides that “disseminating information”’ shall not include 
publication in a newspaper of general circulation or broadcasting over a duly 
licensed radio station or the collection or transmission of news for such purposes, 
and also defines what is meant by ‘“‘betting information concerning any other 
sporting event.” 

This bill, as well as S. 1564 and 8. 1624, is the outgrowth of the extensive hear- 
ings that have been held by the Special Senate Committee To Investigate Organ- 
ized Crime in Interstate Commerce. These hearings developed a vast amount of 
extremely valuable information, which dramatically illustrated the Nation-wide 
character of organized gambling operations in this country. The Senate committee 
concluded, on the basis of the evidence which was presented to it, that the heart 
of the interstate gambling operations in the United States is the racing wire 
service, which disseminates information concerning horse racing throughout the 
country. The bills which the members of the Senate committee have introduced 
are apparently designed to deprive illegal gambling elements of the use of these 
vital interstate communications facilities, and thus aid loeal law-enforcement 
officers in wiping out illegal gambling activities in their respective communities. 

The problem presented by illegal gambling operations conducted on an inter- 
state basis, has been under consideration in the Eighty-first Congress as well as in 
the present Congress. This Commission has taken an active and, we believe, con- 
structive part in the work done by the Congress in connection with this problem. 
The Commission has, from the outset, recognized the far-reaching destructive 
effects to many aspects of our national life of these widespread gambling activities. 

The Commission’s views with respect to the type of legislation which it believes 
should be enacted if Congress determines that this is a proper field for congres- 
sional action have been presented to the Congress on several occasions. During 
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the hearings held before this committee on 8. 3358 of the Eighty-first Congress, 
the Chairman of the Commission presented extensive testimony on that bill and 
@ substitute bill which was drafted by the Commission (see pp. 323-345 of the 
Senate hearings). Members of the Commission’s staff subsequently participated 
in various informal conferences, which led to the development of a revised form 
of S. 3358, which was reported favorably by this committee on May 26, 1950. 
Thereafter, the Chairman of the Commission appeared on two different occasions 
to testify before the Special Senate Committee To Investigate Organized Crime 
(see pt. 2, pp. 4-31 and pt. 12, pp. 563-67 of the Special Senate Committee hear- 
ings). Copies of these statements and the Commission’s proposal are enclosed 
for your use. The Commission at this time wishes to reiterate and reaffirm the 
views which it has previously presented to the Congress on this legislation, and 
to urge that your committee give further consideration to the approach to the 
problem which the Commission has previously proposed, and which was in large 
measure reflected in the bill reported out in 1950 by the subcommittee of which 
Senator McFarland was chairman. 

Basically, the Commission believes that the problem presented by the use of 
interstate communications facilities to transmit gambling information should be 
dealt with simply and directly. We believe that the most effective and expeditious 
method that Congress can employ is that heretofore reflected in the version of 
S. 3358 which was reported by the committee, which would make it a Federal 
crime to transmit by means of any interstate communications facility the specific 
kind of information which can readily be agreed to constitute gambling informa- 
tion. Our main point of difference with that bill is not with the basic approach, 
as is our disagreement with 8. 1563, but with the character of information which 
should be prohibited. Information concerning bets or wagers or betting odds or 
prices paid constitutes the life blood of all types of interstate gambling activities. 
The Special Senate Crime Committee has already proposed in 8. 1624 that the 
interstate transmission of bets or wagers should be made a Federal crime, and the 
Commission believes that this criminal prohibition should be extended to include 
betting odds and prices paid. 

As the Commission has indicated in its previous testimony before Congress, it is 
not to be expected that the legislation which we have offered will constitute a pan- 
acea for this entire problem. As the Senate Crime Committee has recognized, the 
ultimate policing of illegal gambling activities must be left in the hands of local 
law-enforcement officers. However, we earnestly believe that this proposal is 
the one best calculated to achieve the results which Congress apparently intends, 
i. e., to eliminate or disrupt, insofar as it is possible, the interstate aspects of 
gambling activities with which local law-enforcement officers are unable to cope. 

It is difficult to understand what objection there is to the Commission’s pro- 
posal. Since it is agreed that the evil which must be curbed at its source is the 
transmission of certain types of information which are of assistance to gambling 
operations, there appears to be no reason why the transmission of such information 
should not be flatly prohibited. Nothing has been brought to our attention which 
indicates that the specified type of information which would be banned under the 
Commission’s proposal can be considered useful for any purpose except gambling, 
whether the recipient is a bookie or whether it is intended for publication as news 
or gambling activities which will take place or have already taken place. While 
it is true that in many States pari-mutuel betting is permitted, it is not believed 
that this fact should deter Congress from prohibiting the interstate transmission 
of bets, wagers, betting odds and prices paid. In those States in which such 
betting is legal, it is, with the sole exception of Nevada, restricted to the particular 
track at which the races are being run. Therefore, the only persons who may 
legally place bets are those in attendance at the track. In addition, newspapers 
within the State where the betting is permitted would be able, under the Commis- 
sion’s proposal, to gather and publish all the information concerning these races 
without using interstate communications facilities, thus permitting the States to 
give whatever publicity they might desire, within their respective borders, to 
their legalized betting activities. Finally, under the Commission’s proposal all 
information concerning any sporting event, except that specifically prohibited, 
could be transmitted anywhere without any restriction whatsoever. Therefore, 
all legitimate information concerning sporting events, which is of widespread 
interest to so much of our population, could be freely disseminated, while, at the 
same time, that information which is useful only to those carrying on or interested 
in gambling activities, as such, would be cut off from interstate transmission by 
means of communications facilities. 
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It is recognized that the members of the Special Senate Committee on Organized 
Crime who drafted the present legislation consciously stopped short of enacting 
a complete ban on interstate transmission of the primary gambling information 
of prices paid and odds on future events in an effort to avoid any possible claim 
that their proposal constituted an unconstitutional infringement on freedom of the 
press and of the radio. Inthe Commission’s opinion, however, the exemption pro- 
visions of subsection (g) of the bill, if interpreted in a manner calculated to 
achieve their manifest purposes, may well render the entire effort nugatory. 
Thus, it has already been fully demonstrated in formal Commission proceedings 
that radio broadcasts of the results of races and the prices paid thereon within a 
short time of their running, together with broadcasts of odds on the following 
races can be of great value to illegal bookmaking operations, a value which would 
certainly be enhanced if the other existing sources of information from direct- 
wire lines were to be eliminated. Similarly, it is well recognized that newspaper 
publication and radio broadcasting of probable odds and prices paid on sporting 
events, other than horse or dog racing can provide gamblers with most, if not all, 
of the information they need to continue to carry on widespread gambling activi- 
ties. Therefore, we do not believe that the legislation proposed by the Crime 
Committee would be effective in any way in combatting Nation-wide gambling 
on these other sporting events. Gambling on such other types of sporting events, 
as baseball, basketball, and football is already widespread. The recent basketball 
bribery scandals are evidence that the problem is already a major one, and it 
could be expected to increase in direct proportion to the effectiveness of legislative 
efforts to curb illegal gambling on horse and dog racing. 

Moreover, since the bill provides no definition for the term ‘‘newspaper of 
general circulation,’ and any attempt to draft such a definition would obviously 
be extremely difficult, the door is left open for widespread evasion of its require- 
ments. For the possibility exists that the subscribers to the wire services, many 
of whom already publish “‘scratch sheets,’’ might claim total exemption from the 
licensing requirements of the act by expanding these sheets to include a substantial 
amount of general information and news. It might be found after extensive 
administrative and judicial proceedings that these expanded scratch sheets were 
not in fact newspapers of general circulation, and that the services providing 
gambling news to them were consequently required to secure a license. But it is 
clear that much time and effort would have to be first expended before reaching 
this stage. 

It is believed that the Commission’s proposal would accomplish the purpose 
desired by the Congress with a minimum of Federal interference and adminis- 
trative complications. It would completely strip the veil of respectability from 
the disseminators of gambling information and would place in the hands of 
properly qualified law-enforcement officials the task of eliminating the interstate 
gambling evil. But even if it is determined that the exemptions for newspapers 
and radio stations written into the present bill must be retained, the Commission 
strongly believes that the licensing system established by the bill is both illogical 
and impracticable, and should be eliminated in favor of an outright prohibition 
backed by criminal sanctions. 

When the Chairman of the Commission appeared before the Senate Committee 
on Organized Crime on March 26, 1951, he discussed, at the committee’s request, 
a tentative proposal to control the racing wire services through a licensing system 
to be administered by the Commission. At that time he stressed the fact that the 
Commission did not, in any way, want to shirk its legitimate duties and responsi- 
bilities, but he explained to the committee why he believed that the proposal to 
license the racing wire services would be unsound. He pointed out that the duties 
sought to be placed on the Commission are not germane, in any way, to the 
Commission’s regulatory functions, and are, no matter what form in which they 
are cast, primarily law-enforcement functions. He further pointed out that it 
would impose a staggering administrative burden upon this Commission, or any 
other regulatory commission, which might impair its ability to carry out properly 
and expeditiously its existing statutory responsibilities. These objections are 
equally applicable to the provisions of $8. 1563, which is the successor to the tenta- 
tive proposal previously advanced by the Senate Crime Committee. 

We believe a licensing scheme is an inherently unsuitable and ineffectual method 
of attempting to eliminate activities which are objectionable for reasons of public 
morals, where the objective of the licensing system is the elimination of a particular 
course of conduct rather than its recognition as lawful conduct subject to regulation. 
Thus, in attacking prostitution, it is possible to establish a system of legalized, 
licensed prostitution subject to rigid governmental control and inspection. But 
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where it has been determined that any prostitution is a positive evil, the matter 
has always been dealt with by absolute prohibitions backed by criminal sanctions, 
as in the Federal Mann Act, rather than by a system of purporting to license those 
practitioners of the profession who may be held to be of good moral character 
and prohibiting any unlicensed operation by all others. We believe the same is 
true of gambling activities. 

The Kefauver committee correctly, we believe, rejected the suggestion that the 
very real problems stemming from illegal gambling activities could be met by 
legalizing and regulating gambling activities. The present licensing system, it is 
clear, is not intended to be an exception to this conclusion; on the contrary, it 
seems apparent that no real class of persons is contemplated who would be found 
eligible to receive a license. Instead, since almost every conceivable ‘“‘legitimate”’ 
use of gambling news or information is intended to fall within the exemption 
provision of subsection (g) of the bill, and thus requires no license, it would appear 
that the only purpose of the licensing scheme proposed in S. 1563, is to serve as a 
vehicle for making an advance administrative judgment of illegal operation which 
may constitute the basis for a subsequent criminal prosecution. 

We believe, however, that this is not a field involving questions of technical 
complexity in which the formulation of the exact nature of the prohibited form 
of conduct must be delegated by Congress to an administrative agency, much less 
the Commission which has little experience and no special expertise in this field. 
Rather it is a field in which the judgment as to the illegitimate activities or conduet 
which should be prohibited can be and should be appropriately made by the 
Congress itself. The difficulty of any other course of action is well exemplified by 
the provisions of the present bill. 

The bill under consideration establishes three tests for determining who, among 
those classes of persons who are not exempted from this basie requirement, may 
receive a license. Of these, only one—the requirement that the information 
disseminated may not be primarily intended for use by the ultimate user as an aid 
to illegal gambling activities under State law, has any degree of definiteness. The 
two additional requirements, concerning the public interest and the moral charac- 
ter of the applicants, which are superimposed on this basic standard are given no 
frame of reference and it is difficult to see how they could be constitutionally 
implemented by the Commission. 

Thus, if it is assumed that the information disseminated is not primarily 
intended for illegal purposes, it is not clear how the Commission could reach a 
finding, in the absence of any other legal requirement, that such transmission is 
nevertheless not in the public interest. For it is assumed that the draftsmen of the 
legislation did not intend that the Commission should make an independent moral 
determination as to whether the interstate dissemination of gambling information 
not intended for illegal purposes was a good or bad activity, or determine the 
extent to which such activity may be permitted with the objective of limiting the 
number of licenses accordingly. Similarly, if the transmission of gambling in- 
formation is itself not contrary to the public interest or in aid of any State law 
violation, there is a serious question as.to both the nature and validity of actions 
which the Commission might take pursuant to the mandate to deny licenses where 
any of the principal individuals involved is not of good moral character. For the 
Commission has grave doubts as to whether Congress may lawfully deny the use 
of facilities of interstate commerce to persons who may be found not to possess 
good moral character, where the use itself is not unlawful and the character of the 
applicant is not reasonably related to the use itself. A somewhat similar question 
would be presented if the Congress made an administrative determination of good 
moral character a prerequisite to the right of a passenger to ride a railroad train 
where no illegitimate purpose for the trip can be found. 

In any event it would appear that whatever reasons might exist for making a 
presently legal course of conduct subject to criminal prosecution, should be 
clearly spelled out by the Congress, and not left for subsequent determination by 
any administrative agency. 

In carrying out the licensing functions set forth in S. 1563 the Commission 
would have to resolve a number of difficult and complicated questions in a field in 
which neither the Commission nor its staff is expert. The Commission would 
have to determine whether the information to be disseminated would be used 
primarily to facilitate gambling activities in violation of the laws of the States 
in which that information would be disseminated. Since the representations 
of the applicants obviously could not be relied upon, this would apparently require 
the Commission to inquire into and interpret the various statutes on gambling in 
each of the States and would also require the Commission to investigate and 
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determine exactly how the information disseminated would be employed in every 
State. Moreover, the statute would impose upon the Commission the duty to 
inquire into the purpose of any subdistribution of this information. The magni- 
tude and difficulty of this task is apparent from the information developed before 
this committee in its hearings on 8. 3358, which showed in detail the entire 
Nation-wide operation of the Continental Press Service. This operational study 
of Continental shows that that service has approximately 2,500 subdistributors 
(see pp. 835-869 of the Senate hearings on 8. 3358, 81st Cong). 

Section (d) of the proposed bill gives the right of appeal to the United States 
Court of Appeals in the District of Columbia Circuit to any applicant whose 
application for a license is denied and any person whose license is revoked. Pur- 
suant to this right of appeal it can be expected that the Commission would be 
involved in extensive litigation, involving both the validity of the statute itself 
and the determinations made by the Commissioner pursuant to the statute. This 
is so because the very vagueness of the standards and exemptions in the bill leave 
a wide area of potential disagreement as to the actual meaning of the law. It 
is presumed that pending such appeal, the applicant whose license has been denied 
would be entitled to pursue his business. 

This fact brings into focus a serious weakness of the proposed bill in relation 
to legislation which would constitute an outright prohibition, subject to immediate 
criminal penalties, of activities which are declared by Congress to be illegitimate 
without going through any intermediate step of an administrative determination. 
Under the proposed bill, it goes almost without saying that long periods of time 
would be consumed in protracted administrative investigations and hearings and 
court litigation. This means that activities which the Congress expects to pro- 
scribe by this bill will continue for long periods. No risks are involved to any 
persons now engaged in such illegitimate activities if they continue them until 
conclusion of extensive administrative proceedings and litigation. On the other 
hand, those whose activities are expressly declared illegal by a criminal statute 
will think twice about continuing such activities even up to the time that a 
criminal prosecution may be brought. And it is fair to expect that criminal 
proceedings in the courts will consume far less time than proceedings before both 
an administrative agency and the courts. 

Section (g) of S. 1563 is apparently designed to exempt from the licensing 
requirements set forth in the statute those persons or corporations collecting or 
transmitting gambling information where such information is for the purpose of 
publication in any newspaper of general circulation or for broadcasting to the 
publie over any duly licensed station. ‘The Commission has serious doubts as to 
whether section (g) of the bill would actually accomplish that purpose. For as 
written only those would be exempt from the licensing provisions who are engaged 
exclusively in disseminating the designated information for purposes of publication 
in newspapers of general circulation or for broadcasting to the publie over duly 
licensed radio stations. It is believed however, that all of the regular news 
services, such as the Associated Press and the United Press, have numerous 
customers who are not newspapers of general circulation or duly licensed radio 
stations. Apparently, therefore, all of the news services, if they continue to 
transmit the types of information with which this legislation is concerned and if 
they continue to serve customers who are not newspapers of general circulation 
or duly licensed radio stations, would be subject to the licensing provisions of 
this legislation. 

The Commission also has serious doubts concerning the implication raised by 
section (g) of the bill that it would be proper to broadcast over a duly licensed 
radio station the types of information with which this bill is concerned. The 
language of the bill might be construed as evidencing a congressional intent that 
the Commission should not have the power to prevent radio stations from broad- 
casting gambling information despite the fact that such information might be 
directly useful to gamblers in carrying out their activities. As the Committee is 
aware, the Commission has been confronted with cases where broadcasting sta- 
tions have been transmitting information which enabled gamblers to carry on 
bookmaking activities, and the Commission feels strongly that any implication 
that the Commission does not have the power to prevent radio stations from 
operating in such a manner should be avoided. Moreover, the Commission finds 
it difficult to reconcile the language in section (g) of this bill with the proposed 
amendments to the broadcast lottery section of the criminal code contained in 
S$. 1624, which will be discussed below. 

The Commission believes, therefore, that in view of the above discussion, the 
licensing procedure which is proposed in 8. 1563 should not be adopted. Having 
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in mind the police purposes sought to be accomplished by the bill, a licensing 
system administered by a regulatory agency is in our opinion an inappropriate 
and ineffectual method of accomplishing those purposes. Any such licensing 
procedure, particularly if attempts to make classifications of the types here pro- 
posed, would involve admini-trative proceedings and determinations of the utmost 
complexity which would make it difficult, if not impossible, for any agency of the 
Government to administer it properly and expeditiously. It* would impose a 
tremendous strain on the limited resources and manpower of the Commission. 
While the considerations we have enumerated would certainly not be decisive if 
there were no other way of accomplishing the purpose intended by Congress, we 
earnestly believe that they are of compelling importance when viewed in light 
of the alternative proposal advanced by the Commission which, in our considered 
opinion, would do the job at hand more effectively and efficiently. 

Commissioner Hennock is of the opinion that S. 1563 is the more practical and 
expeditious way in which to accomplish the prohibition of the use of interstate 
communications facilities for the dissemination of information about horse and 
dog racing or betting information about other sports. She believes that, as the 
Federal Communications Commission is generally charged with the regulation of 
these facilities in the public interest and is closely concerned with and aware of 
the nature of their operations, it logically is the proper administrative agency to 
deal with this particular problem relating to them. 

She agrees, however, with the Commission that, in view of its extensive juris- 
diction and already heavy workload, the licensing provisions of S. 1563 would 
place a serious administrative burden upon the Commission and that Congress, 
if it adopts this bill, must also provide the Commission with the necessary staff 
and budget to meet the responsibilities under it. 

The second bill under consideration, 8. 1564, would add a provision to the 
United States Criminal Code making it unlawful to transmit by interstate com- 
merce any gambling information concerning a sporting event which is obtained 
without the consent of the person conducting such sporting event. The Commis- 
sion has no specific comments to offer on this bill to which there is no reason for 
objection except to note that under the legislative proposal offered by the Com- 
mission, a statute such as proposed by this bill would probably be unnecessary. 
It should be noted, moreover, that it was not found necessary to establish any 
complicated licensing procedure such as contemplated by S. 1563. 

S. 1624 would, inter alia, amend the existing section of the United States 

Criminal Code which prohibits the broadcasting of lottery information. The 
existing section makes it unlawful to broadcast or to knowingly permit to be 
broadcast ‘‘any advertisement of or information concerning any lottery, gift 
enterprise, or scheme of any kind offering prizes dependent in whole or in part 
upon lot or chance * * *.’’ The proposed amendment would add the words 
“gambling enterprise’? before the word “lottery’’, and the words ‘‘money or” 
before the word “‘prices’’ in the section. No definition of the words “gambling 
enterprise’”’ is contained in the proposed statute, and the Commission is unable 
to determine what type of enterprises are intended to be included in this new 
prohibition. Consequently, the Commission is unable to make any detailed 
comments on the point, other than to point out that any criminal statute which 
is as unclear and uncertain is likely to be declared unconstitutional. Moreover, 
as noted above, this amendment would appear to be in conflict with the provisions 
of section (g) of S. 1563, which contains a broad exemption from the licensing 
requirements of that bill for gambling information broadcast over a radio station 
or collected or transmitted for such broadcasting purposes. 
S. 1624 would, in addition, add a new section to the United States Criminal 
Code which would make it a crime to knowingly send or transmit, or cause to be 
sent or transmitted, in interstate or foreign commerce by means of communica- 
tions facilities any bet or wager or any offer of any bet or wager, or any money 
in payment of any bet or wager. This proposal is in direct accord with the 
Commission’s suggested legislation with respect to banning transmission of cer- 
tain specified gambling information. As we have noted, however, the Commis- 
sion believes that this absolute prohibition of the transmission of information 
should be extended to inelude betting odds and prices paid. 

In conclusion, we would like to emphasize as forcibly as we can to the members 
of your committee and the Congress, that we believe that the Senate Crime 
Committee has exposed a situation which constitutes a menace to the well being 
of the United States, which should be dealt with promptly, vigorously. and 
effectively. We cannot understand the logie of trying to deal with this situation 
by means of a cumbersome licensing system which is alien in all respects to well- 
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established concepts of common carrier regulation. It seems clear to us that the 
proper way to deal effectively with this multi-billion-dollar gambling syndicate 
is to cut it off entirely from the information which is vital to its operations by a 
flat prohibition, carrying criminal sanctions, on the use of interstate communica- 
tions facilities for the transmission of gambling information. In this way a 
severe blow will be inflicted directly on the interstate gambling syndicates as 
well as the numerous other criminal activities which are nurtured by the fabulous 
profits made by the professional gamblers. 

The Commission will gladly furnish any additional information or comments 
that your committee may wish in connection with this legislation. The Bureau 
of the Budget has informed us that it has no objection the the submission of 
these comments to your committee. 

By direction of the Commission. 

WayNeE Coy, Chairman. 
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